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Statesmanship in Business 


Returning to the current highly significant study, 
Price-Making in a Democracy, report of which, 
written by Edwin G. Nourse, is being issued 
by the Brookings Institution (Washington) 
monthly, chapter by chapter in pamphlet form, 
we take up Chapter V, entitled “Free Enterprise, 
Price Policy, and Democracy.” It contains much 
that is sure to be of fascinating interest to our 
readers. 


Mr. Nourse referring back to the several conflicting 
views of competition and profit, asks, “Is there then no 
common denominator of these divergent and, in their ex- 
treme range, warring philosophies?” He finds a “basis for 
reconcilement” in the recognition of two facts. “The first 
is that the American way must be one that produces max- 
imum product or material well-being. The other is that 
it must be voluntary ; that is, the individual must be free 
to make his own choices as to where he will live, how 
much he will work (and at what calling), and what 
kinds of goods and services he will exchange his income 
for. When the two objectives involve a measure of con- 
flict, some would compromise chiefly from one side, some 
from the other.” In other words there are two goals— 
prosperity and freedom. 

At this point, we find an interesting definition of the 
economist’s function. It is not conceived in classical terms 
as the discovery and elucidation of mechanical “laws.” 
Rather, the economist’s task is to “consider the way in 
which the magnitude and certainty” of the harvests to be 
won by profit-seeking enterprise’ depend year by year 
“ypon the procedures according to which they are cur- 
tently distributed as private money income.” This re- 
quires a search for principles which concern (1) tech- 
nological requirements, (2) the price system, and (3) the 
“organizational setting provided by a democratic phi- 
losophy of life.” 

A certain kinship is found between science and en- 
gineering, on the one hand, and economics, on the other, 
for “business enterprise is itself a laboratory of social 
science, in which freedom of thought and action are quite 
as imperative, if progress is to be made, as is the free- 
dom of science in the older and simpler fields of na- 
ture.” As a matter of fact, it was in the interest of free- 
dom from “authoritarian direction of labor force and 
consumption patterns” that the laissez faire principle was 
worked out, though its apologists did not realize all thev 


INFORMATION SERVIC 


Published Weekly, Except During July and August, by the 
DEPARTMENT OF RESEARCH AND EDUCATION 


FEDERAL COUNCIL OF THE CHURCHES OF CHRIST IN AMERICA OnT 4 
297 FourtH AvENvE, New York, N. Y. 


The Federal Council of the Churches of Christ in America is a federation of twenty-fou i bom 
through which they are rendering united service. Articles appearing herein furnish infogmation on current issues 
and are not to be construed as declarations of official attitudes or policies of the Fedetal_Council of Churches. 


Entered as second-class matter January 4, 1924, at the Post office at New York, under the act of March 3, 1879. 


Saturday, September 26, 1942 


\ 
uke University Librag 


194? 


Vol. XXI, No. 30 


national 


were getting into. But the natural scientist has a simpler 
task than the industrial manager, who has to make 
choices between more alternatives than the laboratory 
presents. He may take a narrow or a broad view of the 
situation. “A broad view is suggested in General Elec- 
tric’s slogan, ‘More goods for more people at less cost.’ 
The significant point for our purpose is that, by and large, 
businessmen have not taken a view of the economic ap- 
plication of possible techniques which was broad enough 
to attain the maximum of operational efficiency for the 
economy.” 


A New Era? 


The heart of the matter seems to be this: “Only when 
the highest technique is combined with full employment 
is the problem of national prosperity and progress solved.” 
(Italics not in the text.) Business executives have in the 
past piloted industry to enormous achievements, but it is 
“indisputable” that they “did not find ways of continuing 
such gains at any satisfactory rate during the decade of 
the thirties, and there is widespread doubt of the ability 
of private enterprise to revive them in the future. That 
doubt gives urgency to the quest for understanding of the 
basic principles under which a price-organized society 
must operate.” The inner meaning of the current eco- 
nomic era is strikingly stated: “The practical wisdom of 
rapid accumulation of capital was clear in the early days 
of capitalistic development, when plant was grossly inade- 
quate to the application of new machine-using techniques. 
It was appropriate also to a period of rapid population 
growth such as characterized the United States and other 
relatively young countries during the nineteenth century. 
A high rate of capital return and rapid expansion of 
capital at such a period are necessary if new natural re- 
sources are to be made accessible and new machine tech- 
niques to be at all rapidly exploited. But if the same 
routine of accumulation is continued after this initial 
building up of plant has been accomplished and in the 
face of stable or declining population, then price main- 
tenance in the interest of a stimulative return to capital 
leads either to the amassing of idle capital or the accumu- 
lation of idle or partly utilized plant, which means defeat 
even of the intention to maximize capital return.” 


Men Who Have Pioneered 


This opens up a theme that will be discussed in these 
columns during the coming months in relation to post- 
war reconstruction. Mr. Nourse sees a responsibility 
resting heavily upon business executives to stimulate 
“cost-reducing, volume-enlarging, and quality-improving 
techniques.” In this connection he makes good use of the 
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late Edward A. Filene’s book, The Way Out. From that 
source he quotes Henry Ford: “My policy is to reduce 
the price, extend the operations, and improve the article. 
You will notice that the reduction of price comes first. 
I have never considered any costs as fixed. Therefore | 
first reduce the price to a point where I believe more 
sales will result. Then we go ahead and try to make the 
price. | do not bother about the costs. The new price 
forces the costs down. The more usual way is, I believe, 
to take the costs and then determine the price, and al- 
though that method may be scientific in the narrow 
sense, it is not scientific in the broad sense, because what 
earthly use is it to know the cost if it tells you that you 
cannot manufacture at a price at which the article can be 
sold? But more to the point is the fact that, although 
one may calculate what a cost is, and of course all of our 
costs are carefully calculated, no one knows what a cost 
ought to be. One of the ways of discovering what a cost 
ought to be is to name a price so low as to force everybody 
in the plant to the highest point of efficiency. The low 
price makes everybody dig for profits. I can make more 
discoveries concerning manufacturing and selling under 
this forced method than by any method of leisurely in- 
vestigation.” 

Mr. Filene comments: “The fact that lower prices 
mean more customers is not a discovery of yesterday. 
But the point I want to make is that heretofore we busi- 
ness men have used this principle mainly as a method 
of disposing of goods that have grown obsolete on our 
shelves or in our warehouses, or a means of reducing 
our inventory when we have become overstocked as a re- 
sult of unscientific buying, or to meet competition, or for 
other similar reasons. The thing that needs to be said, 
repeated, and emphasized is that we are entering a period 
of stress and strain in which we shall, if we want to sur- 
vive and succeed, be obliged to adopt this principle as a 
constant rather than an intermittent principle of our 
business policy. If if were possible to make only one 
point in this book, | should throw everything else to the 
winds and devote every page of this volume to a discus- 
sion of the contention that the first lien on profits should 
he reduction of prices... . The reduction of prices under- 
lies the social progress of the future . . . the freedom of 
the masses is dependent upon it. Mass production, into 
which we shall be increasingly driven by business neces- 
sity, will force us to the adoption of this principle.” In 
other words “mass production” must be understood as 
“production for the masses.” 

Mr. Nourse, when discussing the labor aspect of the 
matter, adopts the imperative mood by attaching an “or 
else.” It is up to the executives. “By virtue of their 
administrative positions, they accept responsibility for the 
efficient organization of the country’s labor force. They 
must produce a generally acceptable result if private 
enterprise, whose directive officers they are, is to be 
permitted to remain in control of the field of business. 
If this does not prove possible within the limits of their 
skill and the conditions imposed by union wage policy, or 
if they do not find ways of innovating new practices or 
compromises between capitalist policy and labor policy 
under which it will be possible, it will not be long—in a 
democracy—before resort will be had to government as a 
utilizing agency. First, government will be asked to 
organize in productive work the residue of labor not 
utilized by private enterprise. Ultimately this might 


spread until it meant organizing the whole labor force in 
public enterprise.” 


The entire discussion is developed in a framework ¢ 
sympathetic understanding and of respect for the man, 
gerial group. In the concluding section the argument js 
summarized: “They may interpret free enterprise in th 
aristocratic sense of maximum freedom for the strong 
clever, or ruthless rather than the democratic sense ¢ 
maximum assurance that each individual will have oppor. 
tunity to express his personal enterprise as_ willingnes 
to work according to his talents, however small. The 
may administer it in the aristocratic sense of progressive 
accumulation of ownership control in the hands of , 
functional group which tends to divert subsequent gain 
largely to itself. Modern industrialism builds up a class 
oi professional managers—by no means identical with 
the ownership group—who may seek tenure of office by 
following unreservedly the dictates of the proprietary 
group. Or they may adopt policies designed to accelerat 
activity and maximize efficiency of the whole population, 
To do so implies that their own remuneration shall be 
established in an open supply-and-demand market for 
managerial talent. It implies that capital shall find its 
return at the level which will just maintain plant in the 
volume which will be fully utilized and in the quality 
which will keep step with advancing technological know 
edge. Similarly, property values must find their level in 
conformity with the rate of capitalization and the earnings 
that result from full-scale use of labor.” 

To this editor, Mr. Nourse seems to be saying. that 
there is no inherent reason why the private enterprise 
system should be superseded by government agencies, 
and that there are vast moral values in the system; but 
that its continuance and its utility depend upon a degree 
of statesmanship, professional consciousness and_ sel- 
discipline on the part of management that has not yet 
been attained. The ethical implication is clear: how far 
can human nature be depended on to achieve ethical 
advance, and to what extent must human impulses bh 


supplemented or restrained by the imposition of social 
controls ? 


New Deal and Old Deal 


The discussion gives rise to some reflections on the 
New Deal and the Old Deal. Nothing has occasioned 
more criticism of the Administration’s policy during the 
depression than the killing of little pigs and the plowing 
under of cotton in 1933. It was plainly a resort to the 
theory that scarcity must be depended on to keep prices 
high—the old theory that prices must be fixed by the 
“mechanisms of the market.” It was not a new policy, 
only a drastic application of a hoary theory. Mr. Wallace 
was so outraged by the necessity of resorting to it that 
he declared: “To have to destroy a growing crop isa 
shocking commentary on our civilization. I could tolerate 
it only as a cleaning up of the wreckage from the old days 
of unbalanced production. Certainly none of us ever want 
to go through a plow-up campaign again, no matter how 
successful a price-raising method it proved to be.” 

The odd thing about this is that the curtailment policy. 
with the pegging of prices, is not “orthodox” economics 
at all. Adam Smith would have regarded it as a mani- 
festation of the evil that he was inveighing against. The 
classical theory is that price should regulate production 
by automatically moving up or down as demand increases 
or decreases in relation to supply. But this “sound” eco- 
nomic doctrine has been set aside by business executives. 


1 Wallace, Henry A. New Frontiers. P. 174. 
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The tendency now is to “administer” prices. There is 
gothing wrong with the principle of administered price, 
Mr, Nourse believes ; indeed, it is a great advance over 
ihe old classical notion that it is all mechanical and auto- 
natic. But to be adequate and successful, price admin- 
istration must represent intelligent planning, even to meet 
the requirements of long-range self-interest. And from 
the social point of view it must aim at sustained yield and 
“full employment.” 

Thus full employment becomes not only a humanitarian 

al but a seminal economic idea in our age. The Brook- 
ings Institution, with the aid of the Falk Foundation, has 
in the making a text book in economics which ministers. 
educators and social workers, as well as business men, 
can understand. 


§'The United States and the Soviet Union 


The letter by Thomas W. Lamont, well known financier, 
inthe New York Times, September 20, on our relations 
with Russia, taken with the letters in the same newspaper 
jy Professor Ralph Barton Perry on July 12 and Father 
lohn LaFarge on August 9, makes an interesting and 
instructive sequence. Mr. Lamont and Mr. Perry con- 
end strongly for ungrudging support to the Soviet Union 
as an ally. Father LaFarge differs in his interpretation 
of the objective situation but lays down a very important 
proposition concerning the relation of Christianity and 
communism. 

Probably nothing in the development of the war thus 
iar has aroused more wonder than the phenomenal oppo- 
ition that the Russians have offered to the Nazi attack. 
Specifically, the question arises, What is it that the 
Germans have encountered, the old Russia fighting for the 
Fatherland or the new communist Russia fighting under 
the discipline of the new regime? Mr. Perry thinks it 
probable that “the present unity of Russia is largely the 
product of her communistic faith; that a military victory 
will confirm that faith in the sentiment and conviction of 
the Russian people. If we are to avoid wishful thinking 
and avert a revival of old antipathies we must come to 
an understanding not with a Russia fashioned on our 
own model but with a communistic Russia.” 

This means, of course, that regardless of one’s attitude 
toward any of the essentials of that regime a very different 
attitude on the part of avowedly democratic countries is 
now indicated from the one which rested on the assump- 
tion that the Soviet Union was a hollow shell maintained 
only by brutal dictatorship. The war has brought a 
crucial test to the Soviet regime, which thus far has 
demonstrated its viability. As Mr. Perry says, “Russia is 
playing and will continue to play a leading role in the 
family of nations—with ourselves. We shall encounter 
Russia in every part of the world. With Russia certainly, 
and with a communist Russia probably, we must learn 
to live and to cooperate for an indefinite future.” 


How Deep Is the Cleavage? 


Mr. Perry proceeds to establish a limited parallel be- 
tween the Soviet economic theory and our capitalist 
economics and also between the ethical philosophy of 
communism and that of Christianity. “Russian commun- 
sm,” he says, “and American regulated capitalism justify 
themselves by the same ultimate standard. Both profess 
the same desire to raise the level of the masses of the 
reople and to get rid not only of poverty, disease and 
norance but of injustice, parasitic privilege and wage 
‘avery. Both seek the freedom of the individual. while 
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differing in the tyrannies they fear.” The fear of the 
communists is unofficial tyranny of private wealth while 
the fear of the capitalists is the official tyranny of gov- 
ernment bureaucracy. Aside from the question of eco- 
nomics democratic America and communistic Russia are 
both “profoundly and unalterably opposed to the deifica- 
tion of the state, to the absolute authority of an élite or 
master-race, and to the absorption of the individual into 
a monstrous corporate force.” 

Coming specifically to religion, Mr. Perry says, “Marx- 
ism is not, like Nazism, opposed to the Christian gospel 
of humanity. For the moral teachings of Jesus, and for 
freedom of worship conceived as a branch of culture, 
there is room within a communistic as well as within a 
capitalistic society.” It is even possible to conceive a 
Christian communism: “an organization of society gov- 
erned fundamentally by a love of mankind, and which, 
having delivered men from material frustration and eco- 
nomic bondage, leaves them free to seek salvation in 
their own way, provides a framework within which a 
Christian capitalism and an anti-clerical communism can 
live together in the same world as tolerant adversaries or 
even as partners.” 

No such rapprochement with Nazism is possible be- 
cause it is “the avowed enemy of the Christian spirit.” 
The very phrase “Christian Nazism” would be a contra- 
diction in terms. 


A Catholic View 


Father LaFarge, who is executive editor of the Catholic 
magazine America, felt challenged to reply to Mr. Perry’s 
letter thinking that he had blurred the distinctions between 
Christianity and communism. If communism were merely 
“collectivist economy,” he says, it might still be objec- 
tionable from the point of view of Christian social ethics 
but not wholly incompatible to Christianity. But, he adds, 
“as I understand it, it is a dynamic and revolutionary 
movement which includes in its essential aim the con- 
version of the world to total materialism. It is committed 
to the destruction of all religious belief.” Christianity is 
not just a collection of moral teachings but it is “a follow- 
ing of the Saviour Himself as the Godman Incarnate.” 
Here is a conflict which is vastly deeper than anything the 
word “anti-clericalism” could account for. Now, how- 
ever, comes the most striking part of Father LaFarge’s 
letter. “Does this,” he writes, “commit me to a basically 
pessimistic outlook on the future of Christianity in a 
communist-influenced. or communist-dominated world ? 
Far from it. While I believe that an enormously difficult 
task will await Christianity, deprived of many of its most 
convenient supports in such a world, | am completely 
optimistic as to its power amply to take care of itself. I 
regard the problem presented to Christianity by such a 
world, though alarming to the last degree, as definitely 


less hopeless than that which a Nazi-dominated world 
would present. 


“My confidence in this respect is based upon the fact 
that Christianity is infinitely stronger than communism 
precisely in those matters upon which communism relies 
for its maximum justification, for its maximum appeal to 
the masses of the world. It outbids communism in that 
field of human rights and human unity where communism 
looks to achieve the destruction of Christianity. The idea 
and the cause of human rights and unity possesses a 
power, a vitality in Christian hands of which communism 
has no conception.” 


This certainly puts the matter on an entirely different 
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basis from that upon which many people assume that the 
Catholic strategy toward communism rests. 


Shall We ‘‘Mind Our Own Business’? 


Mr. Lamont criticizes directly the rather general as- 
sumption that our relations to Russia in this war are 
“anomalous.” Why say that? he asks. In 1917, the 
United States and Great Britain were on Russia’s side 
as Britain was in the Napoleonic wars. Yet Russia’s social 
and political outlook all along differed from that of the 
democratic nations. But as for resentment over the pact 
with Hitler Mr. Lamont is again realistic and looks at the 
record. Only a year before that pact Britain also had 
appeased Hitler. Furthermore, “What about us as 
appeasers?” asks Mr. Lamont. The legislative prohibition 
of private loans to England and France and the Neutrality 
Act were results of our national alarm: lest we might be 
drawn into the war. It is thus questionable if any criti- 
cism of national motives can be made of the Soviet Union 
that consistency would not require us to direct also at 
ourselves. As for religion, Mr. Lamont recalls that the 
French Revolution was characterized by policies that were 
hostile to the church and that this has been true to some 
extent of France down to the collapse of the Republic 
in 1940. 

In short, Mr. Lamont says, “let us mind our own 
business ; let us mind our own politics, our own economics, 
and our own religion.” The mention of religion raises the 
whole question of liberty of missionary activity—one 
aspect of the problem of religious liberty into which the 
Federal Council and the International Missionary Council 
are now making protracted inquiry. If communism is 
conceived as a way of life, if as Father LaFarge says it 
is in some definite sense contrasted to Christianity as a 
philosophy of life, will it not be claimed that propagan- 
dists of the Soviet government in Britain and America 
have been doing something parallel to Christian mission- 
ary propaganda in the non-Christian countries? If im- 
munity from communist propaganda involves a relin- 
quishment of the right of missionary activity abroad, 
what stand will the church take? 

It should not be supposed that Mr. Lamont’s position 
concerning our relations with Russia springs from any 
lack of conviction concerning the relative value of the 
two regimes in economic and political terms. “Perhaps 
the more sanguine among us even look to see the Soviet 
Union gradually work into the system of free enterprise. 
the capitalist system, if you please. By that route the 
Soviets would certainly find themselves releasing stores 
of inventive genius and energy as yet undreamed of. They 
would prove to themselves that true democracy can exist 
only under the system of free enterprise; that political 
and economic freedom are interdependent.” To this, 
however, he adds the terse remark that “surely such 
speculation is for another day.” 


A Rural Youth Project 


An account of an experiment in social engineering 
under way for the past two and one-half years in the 
rural areas of the nation, and a report of the obstacles 
overcome, the mistakes made and possibilities found, are 
given in Working With Rural Youth, published by the 
American Council on Education, Washington. (1942. 
$1.20). The book contains the final report of the Rural 
Project of the American Youth Commission of the 
Council. Written by Dr. Edmund de S. Brunner of 
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Teachers College, Columbia University, it tells the ston 
of programs that evolved in four states and an agricy. 
tural county of a fifth state, as project staff member 
worked with rural youth on the basis of democratic ey. 
perimentation. 

The work of the American Youth Commission, create 
by the American Council on Education in 1935, soo, 
revealed that certain special problems existed among th 
11,000,000 youth in: the villages and on farms of rurg 
America. “The first work of the Rural Advisory Com. 
mittee,” says the report, “was to study the most successfyj 
of these youth-serving enterprises and report on them 
as suggestive of what might be done in the emergency,” 
But the Committee made no effort to institute programs: 
instead it insisted that local groups develop their own 
programs, based on the experience of other communities, 
“This procedure necessitated a maximum of cooperation 
on national, state, and local levels. Building that sort oj 
cooperation is and must be slow. It is a process, a growth, 
and the sort of growth which cannot be forced,” the report 
continues. 

“Quite apart from the profound psychological effec: 
upon the rural youth in the cooperating groups and com. 
munities, and to some extent upon the staff itself, the 
mere factor of the migration induced by the war program 
and related activities played havoc with many local organi- 
zations. For instance, by the end of 1940 only 37 per cent 
of the high school graduates of 1936-40 in the Rural Pro- 
ject’s areas in one state were still living in their home con- 
munities, and half had even left their home county. Despite 
deferments of some farmers’ sons, more of those gradua- 
ting between 1936-40 had entered the military services 
or gone into defense industries by December, 1940, then 
had entered college. In one center, 94 per cent of the 
high school graduates had left. In many places the 
migration of those who failed to finish high school, though 
unmeasured, seemed even heavier.” 

Factors determining local programs were: local eco- 
nomic conditions; school and community facilities ; prob 
lems in program building; natural distrust of new pro- 
grams by old institutions ; youth-adult relationships ; rela- 
tions between out-of-school and in-school youth. 

“It was also soon apparent that the best functioning 
groups and programs were in natural or true sociological 
communities,” says the report. “Inherent in the commv- 
nity concept are such factors as the established travel 
habits of the people, the power of the continuing face-to- 
face contacts, and a lesser degree of social and economic 
differentiation withinv.a community than between two or 
more communities. . . . 

“The needs of rural youth in the 1930's, and well into 
1940 and 1941, were so great, in some areas literally s0 
overpowering, that the effective and unlimited cooperation 
of all available resources would have been inadequate to 
meet them fully. . . . Inter-agency competition in urban 
America has thus far been a supportable, if stupid, lux- 
ury. In the face of the needs in rural areas it is an inde- 
fensible sin. . . . Cooperation with some agencies, both 
public and private, was made difficult because of the rigid 
controls and stereotyped programs handed down by nz 
tional headquarters. . . . 

“The needs of rural youth are, and will be, urgent. 
All the evidence of this project, however, suggests that, if 
these needs are exploited in a competitive struggle among 
interested agencies, both the organizations engaged in it 


and the youth they seek to exploit rather than to serve 
will suffer severely.” 


stitut 
inter 
the | 
ques' 
the 
have 
socia 
tion | 
Tl 
lowe 
a 
is 0 
reve 
mov 
ever 


| 
Th 
tiona 
price 
leep 
7 
Pres 
sage 
cost 
aski 
mea 
stitt 
stat 
Sec 
Pre 
upo 
dete 
the 
les” 
of 
had 
Pri 
rec 
par 
Th 
ora 
the 
sai 

| 

XUM 


